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Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the Annual General Meeting of the Company will be held at Board Room, 7th Floor, The
Dynasty Club Limited, South West Tower, Convention Plaza, 1 Harbour Road, Wanchai, Hong Kong on Tuesday, 3 June 2003
at 10:00 a.m. for the following purposes:-

1. To receive and consider the Audited Financial Statements and the Reports of the Directors and Auditors for the year
ended 31 December 2002.

2. To re-elect Directors and authorise the Directors to fix their remuneration.
3. To re-appoint Auditors and authorise the Directors to fix their remuneration.

By Order of the Board
Fung Ching Man, Ada
Company Secretary

Hong Kong, 9 April 2003

Notes:

(i)  Any member of the Company entitled to attend and vote at a meeting of the Company or a meeting of the holder of any class of shares in the Company shall be
entitled to appoint another person as his proxy to attend and vote instead of him. A proxy need not be a member of the Company. A member may appoint more
than one proxy to attend on the same occasion.

(ii}  The instrument appointing a proxy shall be in writing under the hand of the appointor or of his attorney duly authorised in writing, or if the appointor is a
corporation, either under seal, or under the hand of an officer or attorney duly authorised.

(iif) The instrument appointing a proxy and the power of attorney or other authority, if any, under which it is signed or a notarially certified copy of that power or
authority shall be deposited at the branch share registrars of the Company in Hong Kong, Tengis Limited at G/F., Bank of East Asia Harbour View Centre, 56
Gloucester Road, Wanchai, Hong Kong not less than forty-eight hours before the time for holding the meeting or adjourned meeting at which the person named
in such instrument proposes to vote, and in default the instrument of proxy shall not be treated as valid.




Chairman’s Statement

Dear Shareholders,

On behalf of the board of directors of the Company (the “Board”), I would like to report on the operations and other
aspects of the Group for the year ended 31 December 2002 following my appointment to the Board on 23 August 2002 when
China Spirit Limited acquired an equity interest in the Company, representing 28.33% of the issued share capital of the
Company, from China Sci-Tech Holdings Limited.

Financial Results

Turnover of the Group for the year ended 31 December 2002 was HK$1,292,852,000 representing a 44.7% decrease as
compared to that of the year 2001. The Group recorded a net loss attributable to shareholders of HK$602,914,000 for the
year ended 31 December 2002, versus with a net loss of HK$717,254,000 recorded for the year 2001.

Dividend
No interim dividend was paid during the year (2001: Nil). The Directors do not recommend the payment of a final dividend
in respect of the year 2002 (2001: Nil).

Review of Operations
During the year under review, the operating environment of the Group remained difficult as there was no sign of recovery
in the economy of Hong Kong and that both the consumers’ sentiment and investors’ confidence were weak and pessimistic.

As pointed out in the Interim Report for the six months ended 30 June 2002, the performance of the Group’s mobile
handset distribution arm in Hong Kong - Star Telecom Limited (“Star Telecom”) was affected by the sluggish consumer
market and keen competition despite the turnover was increased by 68.8% to approximately HK$111 million as compared
to that of year 2001. With an aim to maintain Star Telecom's competitiveness, the Group has embarked on a series of cost-
cutting and restructuring exercises since the second half of 2002 so as to reduce its operating overheads and rationalize its
operations.

The Group’s operations in the People’s Republic of China (the “PRC”) namely the PRC mobile handset distribution and the
PRC intelligent building system integration (collectively the “PRC Operations”) recorded respective decreases in turnover
by 64.8% and 22.1% as compared with last year to approximately HK$57 million and HK$11 million. Operating in highly
competitive environment, the PRC Operations have persistently recorded losses during recent years. Now that the outlook
of the PRC Operations is so gloomy and in order to avoid further loss and cash outflow to support such businesses, the
Group decided to dispose of the PRC Operations which disposal was completed in March 2003.

The Group's trading and investment in financial instruments activities recorded a turnover of approximately HK$1.1 billion
representing a 46.9% drop as compared to that of last year amid the fragile economic and investment environments which
were further hammered by the uncertainty surrounding the US's military action against Iraq in the second half of 2002.

The realisation of the entire long-term investment in Millennium Group Limited (*MGL") was completed on 21 August 2002
for a consideration of approximately HK$38 million which realised a loss of approximately HK$9 million. Of the Group’s
long term investment in 270,535,000 shares in Sun Hung Kai & Co. Limited (“SHK"), representing approximately 17.99% of
the issued share capital of SHK, in view of the partial realisation subsequent to the year end date as mentioned herein
under Section “Prospects” below, an impairment loss of approximately HK$87 million had been made in the financial
statements for the year ended 31 December 2002.

China Onfine Bermude) Limied




Chairman’s Statement

Liquidity and Financing

The Group’s non-current assets comprised mainly of investment properties of approximately HK$32.6 million, property,
plant and equipment of approximately HK$14.2 million and long term investments of approximately HK$284.3 million.
These non-current assets were principally financed by shareholders’ fund. As at the year end date, the Group has net
current assets of approximately HK$465 million.

All of the Group's borrowings are arranged on short-term basis, repayable within 1 year and secured by certain marketable
securities and bank deposits. As at the year end date, the Group has no borrowings.

As at 31 December 2002, the Group continued to maintain an insignificant gearing ratio, calculated on the basis of the
Group’s net borrowings (after deducting cash and bank balances) over shareholders’ fund.

The Group has little foreign exchange exposure and the borrowings were mainly denominated in Hong Kong Dollars.

Pledge of Assets
As at 31 December 2002, the Group had pledged assets with aggregate carrying value of HK$172,121,000 (2001:
HK$218,368,000) to secure general loan facilities.

Employees

The Group employed 96 (2001: 311) employees at the year end date. Employees’ cost (excluding directors” emoluments)
amounted to approximately HK$17,933,000 (2001: HK$26,915,000) for the year. The Group ensures that the pay tevels of
its employees are competitive and employees are rewarded on a performance related basis within the general framework of
the Group’s salary and bonus system.

Prospects

The economic outlook in Hong Kong remains gloomy due to the lack of consumer and investor confidences, increasing
unemployment and continuing depression in the retail market. It is expected that the situation will deteriorate further as
a result of the outbreak of the war in Iraq as well as the Severe Acute Respiratory Syndrome in Hong Kong.

In order to maintain its competitiveness, Star Telecom has strengthened its distribution network, concluded new distribution
rights for trendy mobile phone products and has been constantly seeking for new potential distributorship for volume
oriented trendy products with an overall objective to contribute positively to the Group.

In addition to the realisation of its non-performing long-term investment in MGL in year 2002, the Group has realised
212,782,450 shares of SHK on 7 March 2003 under the unconditional offer by SHK for repurchase up to 325,600,000 shares
of SHK at HK$1.3 per share (as to HK$0.30 in cash and HK$1.00 in loan note) which ultimately reduced the Group’s
shareholding in SHK from 17.99% to 4.62%. Such realisation has generated cash proceed of approximately HK$63.8 million
and loan note of approximately HK$212.8 million, redeemabte on or before 7 March 2008, carrying an interest of 4% per
annum.

Anmuel




Chairman’s Statement

The Group has actively searched for and negotiated with potential partners / buyers to take over the PRC Operations since
second half of 2002 and has finally concluded with a third party to dispose of the PRC Operations in March 2003.

On 7 March 2003, Sun Hung Kai International Limited on behalf of Sincere Way Limited (“Sincere Way”, a wholly owned
subsidiary of the Company) make a voluntary conditional offer to acquire all the issued shares of Fortuna International
Holdings Limited (“Fortuna”, “Fortuna Share”) other than those held by Sincere Way and parties acting in concert with it
for HK$0.02 per Fortuna Share (the “Offer”). The Offer values the entire issued share capital of Fortuna at approximately
HK$79.87 million. Fortuna is listed on the Main Board of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
and is principally engaged in the production and distribution of wines in China. The Group considers that the Offer
represents an opportunity for the Group to widen its business scope and to participate in production and distribution of
wines in China. The Offer, if succeed, will be financed by internal resources and borrowings.

Following the disposals of non-performing assets and business divisions, the Group will continue to review and rationalize
its business scope and investment strategies with a view to improving its financial performance. Under such difficult
market situation, the Group believes that there would be ample supply of investment opportunities in respect of companies
and businesses that have been grossly undervalued and will meticulously look for such which can bring in good cash flow,
earnings and capital appreciation to the Group.

Appreciation

I take this opportunity to extend our thanks to colleagues on the Board and the staff members of the Group for their hard
work, loyal service and continuing support during the year 2002.

Cheng Sck Un
Chairman

Hong Kong, 9 April 2003

Chine Oaline Bermuds) Limited




Biographical Details in Respect of

Directors and Senior Management

Executive Directors

Ms. Chong Sek Un, aged 48, was appointed as an executive
director and chairman of the Company on 23 August 2002.
She is an independent director of Fujian Double Rhomb
Co., Ltd., a public listed company in Shenzhen Stock
Exchange, since September 2001. She had been a director
and chief executive officer of Shenyin Wanguo (H.K.)
Limited from 1992 to 2000. Ms. Chong holds a master’s
degree in business administration.

Date’ Wong Peng Cheong, aged 59, was appointed as an
executive director of the Company on 15 March 2002. Upon
his graduation from the University of Malaya in 1967 with
a Bachelor of Arts (Honours), he joined the Malaysian
Foreign Service and during his 18 years of service until his
resignation in 1985, he has served with several Malaysian
diplomatic missions overseas in various capacities including
as Commissioner for Malaysia in Hong Kong from 1981 until
1985. Dato” Wong joined the private sector in 1985 and
has served in various senior management positions. In
Hong Kong, Dato” Wong was an investment director of Quan-
Glo Limited, an investment holding company, from 1988
to 1996. In 1996, he joined Sun Hung Kai Insurance
Consultant Ltd as an executive director. In Malaysia, since
1997, Dato” Wong has been a director and Chairman of
Mulpha International Bhd and Mega Pascal Bhd, two public
companies listed on the Main Board and Second Board of
the Kuala Lumpur Stock Exchange respectively. On 22
October 2001, he was appointed as a non-executive director
of Greenfield Chemical Holdings Limited, a public company
listed in Hong Kong.

Mr. Kong Muk Yin, aged 37, was appointed as an executive
director of the Company on 13 May 2002. He was graduated
from City University of Hong Kong with a bachelor’s degree
in business studies. He is a fellow member of The
Association of Chartered Certified Accountants, an associate
member of the Hong Kong Society of Accountants and a
Chartered Financial Analyst.

Independent Non-executive Directors

Mr. Cheng Mo Chi, Moses, aged 53, was appointed as an
independent non-executive director of the Company on 28
December 1999. He is a senior partner of Messrs. P.C. Woo
& Co., a firm of solicitors and notaries in Hong Kong. Mr.
Cheng was a member of the Legislative Council of Hong
Kong between 1991 and 1995. He is currently the Chairman
of the Hong Kong Institute of Directors and the Committee
on the Promotion of Civic Education. He also serves on the
boards of various other listed companies as independent
non-executive directors.

Mr. Tan Shao Hua, aged 42, was appointed as an
independent non-executive director of the Company on 28
December 1999. He has technical background in information
technology. After receiving his Ph.D. in Electrical
Engineering from Katholicke Universiteil Leuven, Belgium
in 1987, he took on various research and professional
positions in Europe, USA, Japan, Singapore, etc. He is
renowned internationally for his work in selected IT related
technical areas, such as intelligent IT systems, multimedia
technology and has received many awards and recognition
for his contributions to these areas. He is a senior member
of the Institute of Electrical and Electronic Engineers in
the United States of America. He also has extensive
experience in setting up and managing high-tech businesses
in the PRC.

Mr. Lo Wai On, aged 41, was appointed as a non-executive
director of the Company on 15 March 2002 and then changed
his office held to independent non-executive director on
29 October 2002. He is a fellow member of The Association
of Chartered Certified Accountants and the Hong Kong
Society of Accountants and has been practicing under the
name of his own firm, W.0. Lo & Co., Certified Public
Accountants since 1986. He has broad experience in
providing tax consulting and auditing services to companies
including listed companies in Hong Kong. Mr. Lo is currently
an independent non-executive director of Shanghai Allied
Cement Limited.
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Biographical Details in Respect of Directors and Seniocr Management

Senior Management

Ms. Chen Sai Fang, aged 51, was appointed as the general
manager of China division. Ms. Chen received education in
China and was graduated with specialization in Finance.
With extensive knowledge and experience gained from the
career in banking, finance and management fields for over
30 years, Ms. Chen has developed expertise in business
management, investment project appraisals as well as
various operations of securities and finance industry and
thus earned high reputation among the industry, both inside
and outside China. In 1986, she was awarded the title of
Economist. Prior to joining the Company, Ms. Chen had
held senior management positions at a provincial bank in
PRC and a Hong Kong subsidiary of a sizable provincial
company in PRC since 1986.

Ms. Leung Yuk Ming, Jady, aged 42, was appointed as the
chief operating officer of Star Telecom Limited, a wholly-
owned subsidiary of the Company in June 2000. Graduated
from the Chinese University of Hong Kong with an honorable
bachelor degree of Business Administration, she has over
19 years of working experience in marketing, sales, customer
services and business management profession. Since 1992,
Ms. Leung has been assuming senior positions in different
reputable telecommunications companies including New
World Paging, Cable TV and Peoples Phone. Being actively
involved in the launching and operations of various
telecommunications services ranging from paging, fixed
network services, cable TV, to mobility services such as
GSM/PCS, she is renowned for her extensive experience in
setting up and managing successful telecommunications
business in the industry.

Mr. Kwok Wai Kwong, aged 37, is the Financial Controller
of the Company. He was graduated from the University of
Lincolnshire & Humberside with a bachelor's degree in
business accounting. He also holds a master’s degree in
business administration from The Hong Kong Polytechnic
University. He is an associate member of both the Hong
Kong Society of Accountants and The Association of
Chartered Certified Accountants. He has over 10 years of
experience in the finance and accounting profession.

Ms. Fung Ching Man, Ada, aged 36, is the company
secretary of the Company. She is an associate member of
The Institute of Chartered Secretaries and Administrators
and has over 10 years of working experience in the company
secretarial profession.

Chine Online (Bermude) Limfed




The directors of the Company (the “Director(s)”) present
their annual report and the audited financial statements
for the year ended 31 December 2002.

Principal Activities

The Company is an investment holding company. The
activities of its principal subsidiaries and jointly controlled
entity are set out in notes 40 and 41 to the financial
statements, respectively.

Results
The results of the Group for the year ended 31 December
2002 are set out in the consolidated income statement on
page 13.

No dividend was paid during the year.

Share Capital and Warrants

Details of movements in the share capital and warrants of
the Company during the year are set out in note 29 to the
financial statements.

Reserves

Movements in the reserves of the Group and the Company
during the year are set out in the consolidated statement
of changes in equity on page 16 and note 30 to the financial
statements, respectively.

Investment Properties, and Property, Plant and
Equipment

The Group’s investment properties, and land and buildings
were revalued at 31 December 2002 and the resulting
revaluation decreases of HK$270,000 and HK$48,000,
respectively, have been charged to the consolidated income
statement.

Details of these and other movements in the investment
properties, and property, plant and equipment of the Group
during the year are set out in notes 17 and 18 to the
financial statements, respectively.

Directors’ Report

Directors and Service Contracts
The Directors during the year and up to the date of this
report were:

Executive Directors:

Ms. Chong Sok Un (Chairman) (appointed on 23 August 2002)
Dato” Wong Peng Chong (appointed on 15 March 2002)
Mr. Kong Muk Yin (appointed on 13 May 2002)
Mr. Law Wing Kit, Stephen (resigned on 13 May 2002)

Non-executive Director:
Mr. Chang Wang (change of office held from
Executive Director on 15
March 2002 and resigned

on 13 May 2002)

Independent Non-executive Directors:

Mr. Cheng Mo Chi, Moses

Mr. Tan Shao Hua

Mr. Lo Wai On {appointed as Non-executive
Director on 15 March 2002
and change of office
held to Independent
Non-executive Director on

29 October 2002)

In accordance with clauses 99, 102 and 182 (vi) of the
Company’s bye-laws, Dato” Wong Peng Chong, Mr. Kong
Muk Yin and Mr. Tan Shao Hua will retire and, being eligible,
offer themselves for re-election at the forthcoming annual
general meeting. Dato” Wong Peng Chong and Mr. Kong
Muk Yin offered themselves for re-election. Mr. Tan Shao
Hua expressed that he will not offer himself for re-election
after retirement.

None of the Directors has a service contract with the
Company or any of its subsidiaries which is not determinable
by the Group within one year without payment of
compensation, other than statutory compensation.

|
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Directors’ Report

Directors’ Interests in Contracts

Other than as disclosed in the “Transactions with the
Substantial Shareholder” section of this report and note
38 to the financial statements, no contract of significance
to which the Company or any of its subsidiaries was a party
and in which a Director had a material interest, whether
directly or indirectly, subsisted at the end of the year or at
any time during the year.

Directors’ and Chief Executives’ Interests in Shares
and Warrants

As at 31 December 2002, Ms. Chong Sok Un (“Ms. Chong”)
had the following interests in the securities of the Company
or its associated corporations (as defined in the Securities
(Disclosure of Interests) Ordinance (the “SDI Crdinance™))
as recorded in the register maintained by the Company
pursuant to Section 29 of the SDI Ordinance:

Personal Family Corporate Other
Name interests  interests interests interests
Ms. Chong (Note)
- Shares — —  2,631,200,000 -
- Warrants — - 273,840,000 -

Note: The 2,631,200,000 shares of the Company and 273,840,000 warrants of
the Company are held by Vigor Online Offshore Limited (“Vigor Online”),
a 67.7% owned subsidiary of China Spirit Limited (“China Spirit”) in which
Ms. Chong maintains a beneficial interest of 100%.

Save as disclosed above, none of the Directors or chief
executives of the Company or any of their associates, had
any personal, family, corporate or other interests in any
securities of the Company or any of its associated
corporations as defined in the SDI Ordinance.

Directors’ Rights to Acquire Shares or Debentures

At no time during the year was the Company or any of its
subsidiaries a party to any arrangements to enable the
Directors to acquire benefits by means of the acquisition
of shares in, or debentures of, the Company or any other

body corporate. In addition, none of the Directors or their
spouses or children under the age of 18 had any right to
subscribe for the securities of the Company.

Substantial Shareholders

The register of substantial shareholders maintained by the
Company pursuant to Section 16(1) of the SDI Ordinance
recorded the following parties as having an interest
representing 10% or more in the issued share capital of
the Company as at 31 December 2002:

Number of Percentage
Name shares held held
Ms. Chong (Note) 2,631,200,000 28.33%
China Spirit (Note) 2,631,200,000 28.33%
Vigor Online 2,631,200,000 28.33%

Note: Vigor Online is a 67.7% owned subsidiary of China Spirit in which Ms.
Chong maintains a beneficial interest of 100%. Accordingly, China Spirit
and Ms. Chong were deemed by the SDI Ordinance to be interested in
2,631,200,000 shares of the Company.

Save as disclosed above, no person has registered an interest
in the share capital of the Company that was required to
be recorded pursuant to Section 16(1) of the SDI Ordinance.

Major Customers and Suppliers

The aggregate sales attributable to the Group's five largest
trade customers were less than 30% of total sales and the
aggregate purchases attributable to the Group’s five largest
trade suppliers were less than 30% of total purchases.

Transactions with the Substantial Shareholder
Buring the year, the Group paid a reimbursement of
expenses of HK$4,000,000 to China Sci-Tech Holdings
Limited (“CST”), a former substantial shareholder of the
Company. The reimbursement includes (i) salaries of two
Directors, both of them are also directors of CST, (ii) other
staff costs, and (iii) daily operating expenses.

Chine Onkne (Bermuda) Limmee




Convertible Securities, Opticns, Warrants or Simitar
Rights

Other than the outstanding warrants as set out in note 29
to the financial statements, the Company had no
outstanding convertible securities, options, warrants or
other similar rights as at 31 December 2002,

Purchase, Sale or Redemption of Listed Securities
Neither the Company, nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s listed securities
during the year.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the
Company’s bye-laws or the laws of Bermuda, which would
oblige the Company to offer new shares on a pro-rata basis
to existing shareholders.

Corporate Governance

The Board of directors

The full Board met 4 times in 2002. Directors” attendance
was as follows:

No. of Board
Name of Directors Meetings Attended
Ms. Chong Sok Un
Dato” Wong Peng Chong
Mr. Kong Muk Yin
Mr. Law Wing Kit, Stephen
Mr. Chang Wang
Mr. Cheng Mo Chi, Moses
Mr. Tan Shao Hua
Mr. Lo Wai On

[ES S N A I AC I AT A IR VE B AV

Executive committee

The Company established an executive committee since 23
May 1998 pursuant to clauses 124 to 127 of the Company’s
bye-laws for the purposes of approving and monitoring
the daily operations of the Group. 29 meetings of the
executive committee were held in 2002.

Directors’ Report

Investment committee

The Company established an investment committee on 2
February 2000 for the purposes of approving and monitoring
the Group’s investment portfolio and projects. The
investment committee met 19 times during the year.

Audit commitiee

The Company established an audit committee on 29 January
1999 with reference to “A Guide For The Formation Of An
Audit Committee” issued by the Hong Kong Society of
Accountants and in accordance with paragraph 14 of the
Code of Best Practice. As at the date of this report, the
audit committee members comprises of three Independent
Non-executive Directors. The audit committee met 4 times
during the year.

Code of best practice

The Company complied throughout the year ended 31
December 2002 with the Code of Best Practice as set out in
Appendix 14 of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited, except that
the Independent Non-executive Directors are not appointed
for specific terms but are subject to retirement by rotation
in accordance with the Company’s bye-laws.

Post Balance Sheet Events
Details of the significant events occurring after the balance
sheet date are set out in note 39 to the financial statements.

Auditors

A resolution wilt be submitted to the forthcoming annual
general meeting of the Company to re-appoint Messrs.
Deloitte Touche Tohmatsu as auditors of the Company.

On behalf of the Board
Chong Sok Un
Chairman

Hong Kong, 9 April 2003

Anrual Report 2002
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Certified Public Accountants SEDRTHEEDI15E
26/F, Wing On Centre K DH2618
111 Cennaught Road Central

Deloitte
Touche
Tohmatsu

To the Shareholders of China Online (Bermuda) Limited
(incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 13 to 50 which have been prepared in accordance with accounting
principles generally accepted in Hong Kong.

Respective Responsibilities of Directors and Auditors

The Company's directors are responsible for the preparation of financial statements which give a true and fair view. In
preparing financial statements which give a true and fair view it is fundamental that appropriate accounting policies are
selected and applied consistently.

It is our responsibility to form an independent opinion, based on our audit, on those statements and to report our opinion
to you.

Basis of Opinion

We conducted our audit in accordance with Statements of Auditing Standards issued by the Hong Kong Society of Accountants.
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial
statements. It also includes an assessment of the significant estimates and judgments made by the directors in the
preparation of the financial statements, and of whether the accounting policies are appropriate to the circumstances of the
Company and the Group, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary
in order to provide us with sufficient evidence to give reasonable assurance as to whether the financial statements are free
from material misstatement. In forming our opinion we also evaluated the overall adequacy of the presentation of information
in the financial statements. We believe that our audit provides a reasonable basis for our opinion.

Opinion
In our opinion the financial statements give a true and fair view of the state of affairs of the Company and the Group as at

31 December 2002 and of the loss and cash flows of the Group for the year then ended and have been properly prepared in
accordance with the disclosure requirements of the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong, 9 April 2003

China Onltne Bermvda) Linfted




Consolidated Income Statement

For the Year Ended 31 December 2002

[ NOTES 2002 2001

HK$'000 HK$000
Turnover 4 1,292,852 2,339,466
Cost of sales (1,407,528) (2,656,737)
Gross loss (114,676) (317,271)
Net losses on investments 6 (404,234} (230,840)
Other operating income 7 18,715 14,027
Distribution costs (12,689) (19,549)
Administrative expenses (52,530) (65,529)
Other operating expenses (16,941} (58,862)
Loss from operations 8 (582,355) (678,024)
Finance costs 9 (603) (7,360)
Impairment loss recognised in respect of goodwill 12 (2,250) (30,035)
Loss on deemed acquisition of additional interest in a subsidiary — (4,458)
Loss on disposal of an associate {9,085) —
Share of results of associates 13 {9,005) (12,593)
Share of result of a jointly controlled entity (119) (170)
Loss before taxation (603,417) (732,640)
Tax credit 14 198 2,002
Loss before minority interests (603,219) (730,638)
Minority interests 305 13,384
Loss for the year {602,914) (717,254)
Dividend 15 —_ 46,432
Loss per share 16
- Basic and diluted (6.49 HK cents) (7.72 HK cents)




Consolidated Balance Sheet

At 31 December 2002

/ NOTES 2002 2001

HK$'000 HK$'000
Non-current assets
Investment properties 17 32,610 32,880
Property, plant and equipment 18 14,194 24,768
Interests in associates 20 — 54,379
Interest in a jointly controlled entity 21 1,926 2,045
Investments in securities 22 284,306 264,984
Other non-current assets 745 1,755
333,781 380,811
Current assets
Inventories 23 10,315 12,911
Investments in securities 22 449,471 813,429
Debtors, deposits and prepayments 24 23,103 92,097
Loan receivable 25 5,000 —
Pledged bank deposits 34 7,567 —
Bank balances and cash 81,536 214,503
576,992 1,132,940
Current liabilities
Creditors and accrued charges 26 59,650 130,395
Customers’ deposits and receipts in advance 47,030 55,623
Amount due to a jointly controlled entity 27 1,200 —
Taxation payable 4,127 4,141
112,007 190,159
Net current assets 464,985 942,781
Total assets less current liabilities 798,766 1,323,592
Minority interests — 305
798,766 1,323,287
Capital and reserves
Share capital 29 92,865 92,865
Reserves 705,901 1,230,422
798,766 1,323,287

The financial statements on pages 13 to 50 were approved and authorised for issue by the Board of Directors on 9 April
2003 and are signed on its behalf by:

Ms. Chong Sok Un Bato’ Wong Peng Chong
Director Director
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Balance Sheet

At 31 December 2002

/ NOTES 2002 2001

HK$000 HK$'000

Non-current assets
Interests in subsidiaries 19 2,277,266 3,072,766
Current assets

Deposits and prepayments 187 2,970

Bank balances and cash 73,260 166,980
73,447 169,950

Current liabilities

Accrued charges 1,478 24,326

Net current assets 71,969 145,624

Total assets less current liabilities 2,349,235 3,218,390

Non-current liabilities

Amounts due to subsidiaries 28 1,461,389 1,895,186
887,846 1,323,204

Capital and reserves

Share capital 29 92,865 92,865

Reserves 30 794,981 1,230,339
887,846 1,323,204

Ms. Chong Sok Un Dato’ Wong Peng Chong
Director Director

|
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Consolidated Statement of Changes in Equity

For the Year Ended 31 December 2002

/ Asset  (Capital Retained
Share Share  Negative Warrant revaluation redemption Translation profits
capital premium  goodwill Goodwill  reserve  reserve  reserve  reserve  (deficit) Total
HK$'000  HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000  HK$'000
At 1 January 2001 92,865 1,135,685 32,883 (31,272) 90,381 (64,337) 1,922 2,609 901,452 2,162,188
Share of reserve of
an associate — — — - - - - (469) — (469)
Revaluation decrease
of other investments — — — — —  (127,632) - — — (127,632
Net losses not
recognised in the
consolidated income
statement - - - - —  (127,632) - (469) —  (128,101)
Impairment loss
recognised in
respect of goodwill — - — 30,035 — - — - — 30,035
Impairment loss
recognised in respect
of other investments - - - — — 22,851 - — — 22,851
Loss for the year — — — — — — — —  (717,254) (717,254)
Dividend paid — — — — — — — —  (46,432)  (46,432)
At 31 December 2001 92,865 1,135,685 32,883 {1,237) 90,381  (189,118) 1,922 2,140 137,766 1,323,287
Revaluation decrease
of other investments
not recognised in the
consolidated income
statement — — — — - (8,236) — — - (8,236)
Impairment loss
recognised in respect
of other investments — — — — — 86,629 — — — 86,629
Loss for the year — — — — — — — —  (602,914) (602,914)
At 31 December 2002 92,865 1,135,685 32,883 (1,237) 90,381  (90,725) 1,922 2,140 (465,148) 798,766




Consolidated Cash Flow Statement

For the Year Ended 31 December 2002

/ 2002 2001

HKs$'000 HK$'000
OPERATING ACTIVITIES

Loss from operations (582,355) (678,024)

Adjustments for:
Interest income (1,910) (3,868)
Depreciation and amortisation of property, plant and equipment 4,049 4,345
Impairment loss recognised in respect of property, plant and equipment 6,562 —
Gain on disposal of other listed investments (8,091) (5,292)
Loss on disposal of other non-current assets 200 —
Loss on disposal of property, plant and equipment 822 1,509
Net realised and unrealised losses on investments 325,696 213,281
Impairment loss recognised in respect of other investments 86,629 22,851
Revaluation decrease of investment properties 270 2,200
Revaluation decrease of leasehold land and buildings 48 713
Allowance for bad debts 13,180 16,855

Write back of:
- provision for litigation costs (7.459) —
- allowance for bad debts {10,000) —
- long outstanding payables (5,166) —
Operating cash flow before movements in working capital (177,525) (425,430)
Decrease in inventories 2,596 7,723
Decrease in investments in securities 87,225 911,753
Decrease (increase) in debtors, deposits and prepayments 51,990 (29,692)
Increase in loan receivable (5,000) —
Decrease in creditors and accrued charges (65,579) (11,758)
(Decrease) increase in customers’” deposits and receipts in advance (44,556) 59,814
Increase in amount due to a jointly controlled entity 1,200 —
Cash (used in) from operating activities (149,649) 512,410
Hong Kong Profits Tax paid (14) —
Interest paid (603) (226)
Dividend paid - (46,432)
NET CASH (USED IN) FROM OPERATING ACTIVITIES (150,266) 465,752




Consolidated Cash Flow Statement

For the Year Ended 31 December 2002

2002 2001
HKS$'000 HK$'000

INVESTING ACTIVITIES
Interest received 1,810 3,868
Purchase of additional interest in a subsidiary (2,250) —
Purchase of interest in an associate (1,007) —
Purchase of interest in a jointly controlled entity — (2,215)
Purchase of investments in securities (24,175) (50,834)
Purchase of property, plant and equipment (1,295) (4,617)
Proceeds from disposal of other non-current assets 810 167
Increase in pledged bank deposits (7,567} —
Proceeds from disposal of other investments 12,991 30,698
Net proceeds from disposal of an associate 37,4%4 —
Proceeds from disposal of property, plant and equipment 388 1,062
NET CASH FROM (USED IN) INVESTING ACTIVITIES 17,299 (21,871)

FINANCING ACTIVITIES
New bank loans raised 512,882 1,606,126
Repayment of bank loans (512,882) (1,878,779)
NET CASH USED IN FINANCING — (272,653)
(DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS (132,967) 171,228
CASH AND CASH EQUIVALENTS AT BEGINNING OF THE YEAR 214,503 43,275

CASH AND CASH EQUIVALENTS AT END OF THE YEAR,

represented by bank balances and cash 81,536 214,503
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Notes to the Financial Statements

For the Year Ended 31 December 2002

General
The Company is incorporated in Bermuda as an exempted company with limited liability and its shares and warrants
are listed on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. The activities of its principal subsidiaries and the jointly controlled
entity are set out in notes 40 and 41, respectively.

Adoption of Statements of Standard Accounting Practice

In the current year, the Group has adopted for the first time, a number of new and revised Statements of Standard
Accounting Practice (“SSAP(s)") issued by the Hong Kong Society of Accountants. The adoption of these standards
has resulted in changes in the presentation of the cash flow statement and the statement of changes in equity, but
has had no material effect on the results for the current or prior accounting periods. Accordingly, no prior period
adjustment has been required.

Presentation of financial statements

The adoption of SSAP 1 (Revised) “Presentation of Financial Statements” has resulted in a change in the format of
presentation of the statement of changes in equity. Comparative amounts for the prior year have been restated in
order to achieve a consistent presentation.

Foreign currencies

The revisions to SSAP 11 “Foreign Currency Translation” have eliminated the choice of translating the income statements
of overseas subsidiaries at the closing rate for the period, the policy previously followed by the Group. They are now
required to be translated at an average rate. This change in accounting policy has not had any material effect on the
results for the current or prior accounting periods.

Cash flow statements

In the current year, the Group has adopted SSAP 15 (Revised) “Cash Flow Statements”. Under SSAP 15 (Revised), cash
flows are classified under three headings — operating, investing and financing, rather than the previous five headings.
Interest and dividends paid and interest received, which were previously presented under a separate heading, are
classified as operating and investing cash flows respectively. Cash flows arising from taxes on income are classified
as operating activities, unless they can be separately identified with investing or financing activities.

Cash flows of overseas subsidiaries have been re-translated at the rates prevailing at the dates of the cash flows
rather than the rate of exchange ruling on the balance sheet date.

Employee benefits

In the current year, the Group has adopted SSAP 34 “Employee Benefits”, which introduces measurement rules for
employee benefits, including retirement benefit plans. Because the Group participates only in defined contribution
retirement benefit schemes, the adoption of SSAP 34 has not had any materiat impact on the financial statements.

|
|
{
{
|
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Notes to the Financial Statements

For the Year Ended 31 December 2002

Significant Accounting Policies
The financial statements have been prepared under the historical cost convention as modified for the revaluation of
investment properties, land and buildings, and investments in securities.

The financial statements have been prepared in accordance with accounting principles generally accepted in Hong
Kong. The principal accounting policies adopted are as follows:

Basis of consolidation
The consolidated financial statements incorporate the financial statements of the Company and its subsidiaries made
up to 31 December each year.

The results of subsidiaries acquired or disposed of during the year are included in the consclidated income statement
from the effective date of acquisition or up to the effective date of disposal, as appropriate.

All significant inter-company transactions and balances within the Group are eliminated on consolidation.

Goodwill

Goodwill arising on consolidation represents the excess of the cost of acquisition over the Group's interest in the fair
value of the identifiable assets and liabilities of a subsidiary, associate or jointly centrolled entity at the date of
acquisition.

Goodwill arising on acquisitions prior to 1 January 2001 continues to be held in reserves, and will be charged to the
income statement at the time of disposal of the relevant subsidiary, associate ar a jointly controlled entity or at such
time as the goodwill is determined to be impaired.

Goodwill arising on acquisitions after 1 January 2001 is capitalised and amortised on a straight line basis over its
useful economic life. Goodwill arising on the acquisition of an associate or jointly controlled entity is included within
the carrying amount of the associate or jointly controlled entity. Goodwill arising on the acquisition of subsidiaries
is presented separately in the balance sheet.

On disposat of a subsidiary, associate or a jointly controlled entity, the attributable amount of unamortised goodwill/
goodwill previously eliminated against or credited to reserves is included in the determination of the profit or loss on
disposal.

Negative goodwill
Negative goodwill represents the excess of the Group’s interest in the fair value of the identifiable assets and
liabilities of a subsidiary at the date of acquisition over the cost of acquisition.

Negative goodwill arising on acquisitions of subsidiaries prior to 1 January 2001 continues to be held in reserves and
will be credited to income at the time of disposal of the relevant subsidiary.

Negative goodwill arising on acquisitions of subsidiaries after 1 January 2001 is presented as a deduction from assets
and will be released to income based on an analysis of the circumstances from which the balance resulted.
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Notes to the Financial Statements

For the Year Ended 31 December 2002

Significant Accounting Policies (continued)

Negative goodwill (continued)

To the extent that the negative goodwill is attributable to losses or expenses anticipated at the date of acquisition
but which do not represent identifiable liabilities at the date of acquisition, it is released to income in the period in
which those losses or expenses arise. The remaining negative goodwill not exceeding aggregate fair values of acquired
identified non-monetary assets is recognised as income on a straight line basis over the remaining average useful life
of the identifiable acquired depreciable assets. To the extent that such negative goodwill exceeds the aggregate fair
value of the acquired identifiable non-monetary assets, it is recognised in income immediately.

Revenue recognition
Trading of securities is recognised when the relevant transaction is executed.

Sales of goods are recognised when goods are delivered and fitle has passed.
Dividend income from investments is recognised when the Group’s rights to receive payment have been established.
Interest income is accrued on a time basis by reference to the principal outstanding and at the interest rate applicable.

Rental income, including rental invoiced in advance from properties let under operating leases, is recognised on a
straight line basis over the lease terms.

Investment properties
Investment properties are completed properties which are held for their investment potential, any rental income
being negotiated at arm’s length.

Investment properties are stated at their open market value based on independent professional valuations at the
balance sheet date. Any revaluation increase or decrease of investment properties is credited or charged to the
investment property revaluation reserve unless the balance on this reserve is insufficient to cover a revaluation
decrease, in which case the excess of the revaluation decrease over the balance on the investment property revaluation
reserve is charged to the income statement. Where a revaluation decrease has previously been charged to the income
statement and a revaluation increase subsequently arises, this increase is credited to the income statement to the
extent of the decrease previously charged.

On disposal of an investment property, the balance on the investment property revaluation reserve attributable to
that property is transferred to the income statement.

No depreciation is provided in respect of investment properties except where the unexpired term, including the
renewable period, of the relevant lease is twenty years or less.




Notes to the Financial Statements

For the Year Ended 31 December 2002

Significant Accounting Policies {(continued)

Property, plant and equipment

Property, plant and equipment are stated at cost or vatuation less depreciation, amortisation and any identified
impairment losses.

Land and buildings are stated in the balance sheet at their revalued amount, being the fair value on the basis of their
existing use at the date of revaluation less any subsequent accumulated depreciation and amortisation and any
subsequent impairment losses. Revaluations are performed with sufficient regularity such that the carrying amount
does not differ materially from that which would be determined using fair values at the balance sheet date.

Any revaluation increase arising on revaluation of land and buildings is credited to the asset revaluation reserve
except to the extent that it reverses a revaluation decrease of the same asset previously recognised as an expense,
in which case the increase is credited to income statement to the extent of the decrease previously charged. A
decrease in net carrying amount arising on revaluation of land and buildings is dealt with as an expense to the extent
that it exceeds the balance, if any, held in asset revaluation reserve relating to a previous revaluation of that
particular property. On the subsequent sale of land and buildings, the attributable revaluation increase not yet
transferred to retained profits in prior years is transferred to retained profits.

Depreciation and amortisation is provided to write off the cost or valuation of property, plant and equipment over
their estimated useful lives, using the straight line method, at the following rates per annum:

Leasehold land Over the remaining lease terms

Buildings Over the shorter of the lease terms or 30-50 years
Computer and electronic equipment 20%

Furniture and fixtures 20% - 50%

Motor vehicles 20% - 50%

The gain or loss arising from disposal or retirement of an asset is determined as the difference between the sale
proceeds and the carrying amount of the asset and is included in net profit or loss for the period.

Subsidiaries
Investments in subsidiaries are included in the Company’s balance sheet at cost less any identified impairment loss.

Associates

The consolidated income statement includes the Group’s share of the post-acquisition results of its associates for the
year. In the consolidated balance sheet, interests in associates are stated at the Group's share of the net assets of the
associates less any identified impairment loss.

When the Group transacts with its associates, unrealised profits and losses are eliminated to the extent of the Group’s
interest in the relevant associate, except where unrealised losses provide evidence of an impairment of the asset
transferred.
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Notes to the Financial Statements

For the Year Ended 31 December 2002

Significant Accounting Policies (continued)

Jointly controlled entity

Joint venture arrangements which involve the establishment of a separate entity in which each venturer has an
interest are referred to as jointly controlled entities.

The Group's interests in jointly controlled entities are included in the consolidated balance sheet at the Group’s share
of the net assets of the jointly controlled entities less any identified impairment loss. The Group’s share of the post-
acquisition results of its jointly controlled entities is included in the consolidated income statement.

Investments in securities
Investments in securities are recognised on a trade-date basis and are initially measured at cost.

All securities other than held-to-maturity debt securities are measured at subsequent reporting dates at fair value.

Where securities are held for trading purposes, unrealised gains and losses are included in net profit or loss for the
periad. For ather securities, unrealised gains and losses are dealt with in equity, until the security is disposed of or
is determined to be impaired, at which time the cumulative gain or loss is included in net profit or loss for the period.

Inventories
Inventories, representing trade merchandise, are stated at the lower of cost and net realisable value. Cost is calculated
using the first-in, first-out method.

Impairment

At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have suffered an impairment loss. If the recoverable amount of an
asset is estimated to be less than its carrying amount, the carrying amount of the asset is reduced to its recoverable
amount. An impairment loss is recognised as an expense immediately, unless the relevant asset is carried at a revalued
amount under another SSAP, in which case the impairment loss is treated as a revaluation decrease under that SSAP.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised
estimate of its recoverable amount, such that the increased carrying amount does not exceed the carrying amount
that would have been determined had no impairment loss been recognised for the asset in prior years. A reversal of
an impairment loss is recognised as income immediately, unless the relevant asset is carried at a revalued amount
under another SSAP, in which case the reversal of the impairment loss is treated as a revaluation increase.

Derivatives used for trading and investment

Derivatives used in the Group's trading activities are recorded at fair value, and unrealised gains and losses are
reflected in the income statement. The fair values of the trading positions generally are based on listed market
prices. If listed market prices are not available or if the liquidation of the Group positions would reasonably be
expected to impact market prices, fair value is determined based on other relevant factors, including dealer price
guotations and price quotations for similar instruments traded in different markets, including markets located in
different geographic areas. Fair values for certain derivative contracts are derived from pricing models which consider
current market and contractual prices for the underlying financial instruments or commodities, as well as time value
and yield curve or volatility factors underlying the positions.
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Notes to the Financial Statements

For the Year Ended 31 December 2002

Significant Accounting Policies (continued)

Taxation

The charge for taxation is based on the results for the year after adjusting for items which are non-assessable or
disallowed. Timing differences arise from the recognition for tax purposes of certain items of income and expense in
a different accounting period from that in which they are recognised in the financial statements. The tax effect of
the resulting timing differences, computed using the liability method, is recognised as deferred taxation in the
financial statements to the extent that it is probable that a liability or an asset will crystallise in the foreseeable
future.

Operating leases
Rentals payable under operating leases are charged as expenses on a straight line basis over the terms of the relevant
lease.

Retirement benefits scheme
Payments to the Group’s defined contribution scheme or Mandatory Provident Fund scheme or the central pension
scheme are charged as an expense as they fall due.

Foreign currencies

Transactions in currencies other than Hong Kong dollars are translated inte Hong Kong dollars at the rates of
exchange prevailing on the dates of the transactions. Monetary assets and liabilities denominated in currencies other
than Hong Kong dollars are re-translated into Hong Kong dollars at the rates prevailing on the balance sheet date.
Profits and losses arising on exchange are dealt with in net profit or loss for the period.

On consolidation, the assets and liabilities of the Group’s overseas operations denominated in currencies other than
Hong Kong dollars are translated into Hong Kong dollars at the exchange rates prevailing on the balance sheet date.
Income and expense items denominated in currencies other than Hong Kong dollars are translated into Hong Kong
dollars at the average exchange rates for the period. Exchange differences arising, if any, are classified as equity and
transferred to the Group’s translation reserve. Such translation differences are recognised as income or expense in
the period in which the operation is disposed of.

Turnover
/ 2002 2001
HK$'000 HK$'000
Sales of mabile phones 168,241 227,636
Net proceeds from sales of listed trading investments 1,102,900 2,086,281
Dividend income from listed investments 10,493 11,149
Other communication products 11,218 14,400
1,292,852 2,339,466
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Notes to the Financial Statements

For the Year Ended 31 December 2002

5. Business and Geographical Informaticon
Business segments
For management purposes, the Group is currently organised into two main operating divisions — mobile phone
distribution, and securities trading and investments. Others mainly represent sales of other communication products
and rental income earned during the year. These divisions are the basis on which the Group reports its primary
segment information.

Segment information about these businesses is presented below:

For the year ended 31 December 2002

Mobile Securities
phone  trading and
distribution  investments Others Consolidated
HK$000 HK$'000 HKS$'C00 HK$'000
Revenue
External sales 168,241 1,113,393 11,218 1,292,852
Others 2,412 — 6,652 9,064
170,653 1,113,393 17,870 1,301,916
Result
Segment result (21,015) (537,490) (4,925) (563,430)
Unallocated other operating income 10,420
Unallocated corporate expenses (29,345)
Loss from operations (582,355)
Finance costs (603)
Impairment loss recognised in
respect of goodwill — (2,250) — (2,250)
Loss on disposal of an associate — (9,085) — (9,085)
Share of results of associates — (9,005) — (9,005)
Share of result of a jointly controlled entity — — (119) (119)
Loss before taxation (603,417)
Tax credit 198
Loss before minority interests (603,219)
Minority interests 305
Loss for the year (602,914)




Notes to the Financial Statements

For the Year Ended 31 December 2002

Business and Geographicat Information (continued)

Business segments (continued)
For the year ended 31 December 2002

Securities

phone  trading and
distribution  investments Cthers Consolidated
HK$’000 HKs$'000 HK$'000 HK$'000
Balance sheet
Assets
Segment assets 27,888 736,641 47,931 812,460
Interest in a jointly controlled entity — — 1,926 1,926
Unallocated corporate assets — — — 96,387
Consolidated total assets 910,773
Liabilities
Segment liabilities 39,039 45,830 19,165 104,034
Amount due to a jointly controlled entity — — 1,200 1,200
Unallocated corporate liahilities — — — 6,773
Consolidated total liabitities 112,007
/ Mobile Securities
phone trading and Unallocated
distribution  investments Others segment  Consolidated
HK$'000 HK$000 HK$'000 HK$'000 HKS$'000
Other information
Capital expenditure 88 — 211 996 1,295
Depreciation and
amortisation 2,287 — 1,339 423 4,049
Impairment losses
recognised in consolidated
income statement 3,711 88,879 2,334 517 95,441
Other non-cash expenses 13 279,975 438 689 281,115




Notes to the Financial Statements
For the Year Ended 31 December 2002

5. Business and Gecgraphical Information {continued)
Business segiments {continued)
For the year ended 31 December 2001

/ Mobile Securities

phene  trading and
distributien investments Others Consolidated
HKS$'000 HK$'0C0 HK$'00C HK$'000
Revenue
External sales 227,636 2,097,430 14,400 2,339,466
Others 4,626 — 5,281 9,907
232,262 2,097,430 19,681 2,349,373
Result
Segment result (53,341) (556,666) (3,040) (613,047)
Unallocated other operating income 4,120
Unallocated corporate expenses (69,097)
Loss from operations (678,024)
Finance costs (7,360)
Impairment loss recognised in
respect of goodwill — {30,035) — (30,035)
Loss on deemed acquisition of additional
interest in a subsidiary — (4,458) — (4,458)
Shares of results of associates — (12,593) — (12,593)
Share of result of a jointly controlled entity — — (170) (170)
Loss before taxation (732,640)
Tax credit 2,002
Loss before minority interests (730,638)
Minority interests 13,384
Loss for the year (717,254)




Notes to the Financial Statements

For the Year Ended 31 December 2002

5. Business and Geographical Information (continued)
Business segments {continued)
For the year ended 31 December 2001

ﬁ Mobile

Securities
phone  trading and
distribution  investments Others Consolidated
HK$'000 HK$'000 HK$’000 HK$'000
Balance sheet
Assets
Segment assets 52,114 1,131,341 57,627 1,241,082
Interests in associates — 54,379 — 54,379
Interest in a jointly controlled entity — — 2,045 2,045
Unaltocated corporate assets — — — 216,245
Consolidated total assets 1,513,751
Liabilities
Segment liabilities 81,798 51,637 21,557 154,992
Unallocated corporate liabilities — — — 35,167
Consolidated total liabilities 190,159
/ Mobile Securities
phone trading and Unallocated
distribution  investments Others segment Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HKS$000
Other information
Capital expenditure 949 — 2,105 1,563 4,617
Depreciation and
amortisation 2,572 — 1,415 358 4,345
Impairment loss
recognised in consolidated
income statement — 52,886 — — 52,886
Other non-cash expenses 766 30,154 3,656 4,458 39,034
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Notes to the Financial Statements

For the Year Ended 31 December 2002

5. Business and Geographical Information (continued)
Geographical segments
The Group's operations are located in Hong Kong and Mainland China (“China”).

The Group’s distribution of mobile phones is carried out in Hong Kong and China. Securities trading and investment

are carried out in Hong Kong.

The following table provides an analysis of the Group’s revenue by geographical market:

/ Revenue by

geographical market
2002 2001
HK$'0CO HK$'000
Hong Kong 1,229,841 2,166,996
China 72,075 182,377
1,301,916 2,349,373

The following is an analysis of the carrying amount of segment assets, and additions to property, plant and equipment,
analysed by the geographical area in which the assets are (ocated:

r Additions to

Carrying amount property, plant

of segment assets and equipment
At At Year ended Year ended
31.12.2002 31.12.2001  31.12.2002 31.12.2001
HK$'000 HK$'000 HK$'C00 HK$'000
Hong Kong 879,698 1,452,684 731 4,143
China 31,075 61,067 564 474
910,773 1,513,751 1,295 4,617
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Notes to the Financial Statements

For the Year Ended 31 December 2002

6. Net Losses on Investments

2002 2001

HK$'C00 HK$'000

Gain on realisation of other listed investments 8,091 5,292
Net realised loss on equity linked notes - (60,815)
Net realised loss on derivatives (48,167) (122,312)
Net unrealised loss on trading investments (200,017) (25,223)
Net unrealised loss on derivatives (79,958) (4,931)
Impairment loss recognised in respect of other investments (Note) {86,629) (22,851)
Net realised gain on corporate bonds 2,446 —
(404,234) (230,840)

Note:

As described in note 39, pursuant to the Repurchase Offer, the Group undertook to tender at least 152,760,720 shares in SHK (as defined in note 39) in
November 2002 and subsequently realised 212,782,450 shares of SHK at a price of HK$1.3 per share of SHK. The directors determined that the value of these
212,782,450 shares of SHK was impaired and the impairment loss was transferred from the asset revaluation reserve to income statement during the year.

7.  Other Operating Income

/

2002 2001
HK$'0C0 HK$'000

Rental income from properties under operating leases
after outgoings of HK$162,000 (2001: HK$75,000) 6,308 4,828
Interest income 1,910 3,868
Service income 2,412 4,878
Maintenance income 344 453
Write back of long outstanding payables 5,166 —
Others 2,575 —
18,715 14,027
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Notes to the Financial Statements

For the Year Ended 31 December 2002

8. Loss from Operations

/ 2002 2001

HKS$'000 HK$'000
Loss from operations has been arrived at after charging (crediting):
Auditors’ remuneration 700 1,200
Cost of inventories recognised as expenses 173,628 229,945
Redundancy and severance payments 1,243 —
Revaluation decrease of investment properties 270 2,200
Revaluation decrease of leasehold land and buildings 48 713
Depreciation and amortisation 4,049 4,345
Impairment loss recognised in respect of property, plant and equipment 6,562 —
Loss on disposal of property, plant and equipment 822 1,509
Staff costs, inclusive of directors’ emoluments 19,080 28,753
Allowance for bad debts 13,180 16,855
Write back of:
~ pravision for litigation costs {7.459) —
- allowance for bad debts (10,000) —

9. Finance Costs
The amounts represent interest on bank and other borrowings wholly repayable within five years.

10. Directors’ Emoluments and Highest Paid Individuals
Directors’ emoluments
The directors” emoluments are analysed as follows:

2002 2001
HKs'000 HK$'000
Fees:

Executive directors - 60
Non-executive directors 63 —
Independent non-executive directors 200 200
263 260

Other emoluments to executive directors:
Salaries and other benefits 848 1,578
Retirement benefit scheme contributions 36 —
Total directors” emoluments 1,147 1,838

|
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10. Directors’ Emoluments And Highest Paid Individuals (continued)
Directors” emoluments (continued)
The emoluments of the directors are within the following bands:

/ 2002 2001

Number of Number of

directors directors

Nil to HK$1,000,000 8 4
HK$1,500,001 to HK$2,000,000 —_

There was no compensation for loss of office paid to directors or former directors and no directors waived any
emoluments for the year ended 31 December 2002 (2001: Nil).

Highest paid individuals
During the year, the five highest paid individuals did not include director (2001: one director), details of which are
set out above. The emoluments for the five (2001: four) highest paid individuals of the Group are as follows:

2002 2001

HKS$'000 HK$'000

Salaries and other benefits 3,686 3,365
Retirement benefit scheme contributions 160 122
3,846 3,487

The emoluments are within the following bands:

/ 2002 2001

Number of Number of
employees employees
Nil to HK$1,000,000 4 3
HK$1,000,001 to HK$1,500,000 1 1

China Online (Bermuds) Limied
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12.

Notes to the Financial Statements

For the Year Ended 31 December 2002

Discontinuing Operations
The Group's mobile phone distribution and the intelligent building system integration business in China (collectively
the “China Telecommunication Operations”) were disposed of to an independent third party in March 2003.

The results of the China Telecommunication Operations for the year were as follows:

2002 2001

HK$'C00 HK$'000

Turnover 68,115 176,029
Other operating income 3,456 5,410
Operating costs (100,309) (226,874)
Finance costs (430) (155)
Share of result of a jointly controlled entity (119) (170)
Loss for the year (29,287) (45,760)

During the year, the China Telecommunication Operations used HK$11 million (2001: HK$24 million) from the
Group’s net operating cash flows, received HK$0.5 million (2001: paid HK$0.4 million) in respect of investing
activities and paid HK$27 million (2001: received HK$37 million) in respect of financing activities.

The carrying amounts of the assets and liabilities of the China Telecommunication Operations at 31 December 2002
and 2001 are as follows:

2002 2001

HKS$'000 HK$'000

Total assets 35,183 76,328
Total liabilities (59,734) (71,593)

Impairment Loss Recognised in Respect of Goodwill

The directors have assessed the recoverable amount of the goodwill arising from the acquisition of additional interest
in a subsidiary amounting to HK$2,250,000 during the year. The directors identified that goodwill to be impaired
since the subsidiary has sustained losses for several years and continued suffering losses from its operations. Accordingly,
the entire amount has been charged to the income statement in the current year.

In last year, the directors had assessed the recoverable amount of the goodwill arising from acquisition of an
associate amounting to HK$30,035,000 and identified that the goodwill was impaired. The Group subscribed for the
shares in the associate in May 2000, and as announced by the associate on 6 May 2000, the net proceeds from the
subscription would be used as working capital for its information technology related businesses. However, as revealed
in the associate’s annual report 2001, the associate has terminated and made provisions for some of these projects.
Accordingly, the carrying amount of the goodwill had been charged to the income statement in last year.

Annual Repert 2002 ‘;
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13. Share of Results of Associates

The share of results of associates for the year ended 31 December 2002 mainly included the results of Millennium
Group Limited (“MGL") up to 30 June 2002 in accordance with the Group’s accounting policy. In August 2002, the
Group realised the entire interest in MGL, for consideration of HK$37,494,000 (net of expenses) at a loss of approximately

HK$9,085,000.

14. Tax Credit

/ 2002

2001
HK$'0C0 HK$'000

The credit (charge) comprises:
Hong Kong Profits Tax for the current year — (195)
Share of taxation of associates 198 2,197
198 2,002

No provision for Hong Kong Profits Tax had been made in the financial statements for the year ended 31 December

2002 as the Group had no assessable profit.
Hong Kong Profits Tax was calculated at 16% on the estimated assessable profits for 2001,
Details of the unprovided deferred taxation are set out in note 31.

15. Dividend

/ 2002

HK$'000

2001
HK$'000

Final dividend paid in 2001 in respect of the year ended
31 December 2000 of 0.5 HK cents per ordinary share -—

46,432




16.

17.

Loss Per Share

Notes to the Financial Statements

For the Year Ended 31 December 2002

The calculation of basic and diluted loss per share is based on the following data:

/ 2002 2001
HK$'000 HK$'000
Loss for the purpose of basic and diluted loss per share (602,914} (717,254)
/ Number Number
of shares of shares

Weighted average number of ordinary shares for the
purposes of basic and diluted loss per share 9,286,462,340 9,286,462,072

The computation of diluted loss per share for the current year does not assume the exercise of the Company’s
outstanding warrants because their exercise price was higher than the average market price for shares for both years.

Investment Properties

/

THE GROUP
HK$'CO0
VALUATION
At 1 January 2002 32,880
Revaluation decrease {270)
At 31 December 2002 32,610
The Group's investment properties are analysed as follows:
/ 2002 2001
HK$'000 HK$000
Properties held under medium term leases:
- in Hong Kong 15,610 15,880
- in China 17,000 17,000
32,610 32,880

The Group’s investment properties were revalued at 31 December 2002 by DTZ Debenham Tie Leung Limited, a firm of
independent professional property valuers, at HK$32,610,000 on an open market, existing use basis. The resulting
revaluation decrease of HK$270,000 (2001: HK$2,200,000) has been charged to the consolidated income statement.

All the investment properties of the Group are rented out under operating leases.
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18. Property, Plant and Equipment

/ Computer

Leasehold and Furniture

land and electronic and Motor

buitdings equipment fixtures vehicles Total

HX$'000 HK$'000 HKS'C00 HK$'000 HK$'000
THE GROUP
COST OR VALUATION
At 1 January 2002 11,230 12,261 8,341 2,317 34,149
Reclassification — (54) 54 — —
Additions — 300 995 — 1,295
Disposals — (940) (1,431) (521) (2,892)
Revaluation decrease (295) — — — (295)
At 31 December 2002 10,935 11,567 7,959 1,796 32,257
Comprising:
At cost — 11,567 7,959 1,796 21,322
At valuation - 2002 10,935 — — — 10,935

10,935 11,567 7,959 1,796 32,257
DEPRECIATION AND
AMORTISATICN AND
IMPAIRMENT LOSS

At 1 January 2002 — 5,148 2,806 1,427 9,381
Reclassification — (11) 11 — —
Provided for the year 247 2,008 1,448 346 4,049
Impairment loss — 3,070 3,300 19?2 6,562
Eliminated on disposals — (676) (648) (358) (1,682)
Eliminated on revaluation (247) — — — (247)
At 31 December 2002 — 9,539 6,917 1,607 18,063
NET BOOK VALUES
At 31 December 2002 10,935 2,028 1,042 189 14,194
At 31 December 2001 11,230 7,113 5,535 890 24,768

In the opinion of the directors, certain assets with carrying value of HK$2,566,000 (2001: Nil) are impaired since the
directors have decided to discontinue the operating leases in respect of some of the office premises on which the
assets are located. On the other hand, certain assets with carrying value of HK$3,996,000 (2001: Nil) are impaired
due to physical damage and technical obsolescence.

Chime Onlime (Bemmuda) Limited
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18. Property, Plant and Equipment (continued)

19.

The land and buildings of the Group are analysed as follows:

/ THE GROUP

2002 2001

HK$'000 HK$'000

Properties situated in Hong Kong, held under medium term leases 4,505 4,600
Properties situated in China, held under:

- long leases 2,800 2,930

- medium term leases 3,630 3,700

10,935 11,230

All the land and buildings of the Group were revalued at 31 December 2002 by DTZ Debenham Tie Leung Limited, a
firm of independent professional property valuers, on an open market value basis. The resulting revaluation decrease
arising on the revaluation of HK$48,000 (2001: HK$713,000) has been charged to the consolidated income statement.

Had all the land and buildings of the Group been carried at cost less accumulated depreciation and amortisation, the
carrying values of these properties would have been stated at HK$18,963,000 (2001: HK$19,443,000).

Interests in Subsidiaries
( THE COMPANY

2002 2001
HK$'000 HK$'000
Unlisted shares, at cost 32,168 32,168
Amounts due from subsidiaries 4,132,179 3,135,122
4,164,347 3,167,290
Less: Allowances on amounts due from subsidiaries (1,887,081) (94,524)
2,277,266 3,072,766

Particutars of the principal subsidiaries as at 31 December 2002 are set out in note 40.

In the opinion of the directors, the amounts due from subsidiaries will not be repaid within twelve months from the
balance sheet date. Accordingly, it is classified as non-current.

Anngel Repert 2002
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20. Interests in Associates
/ THE GROUP
2002 2001
HK$'000 HK$'000
Share of net assets - 54,379
During the year, the Group acquired additional interest in MGL amounting to HK$1,007,000. Then, the entire interest
in this associate was realised by the Group at a consideration of HK$37,494,000 net of expenses in August 2002.
At 31 December 2001, it represented the share of net assets of MGL.
21. Interest in A Jointly Controlled Entity
f THE GROUP
2002 2001
HK$'000 HK$'000
Share of net assets 1,926 2,045
Particulars of the jointly controlled entity as at 31 December 2002 are set out in note 41.
22. Investments in Securities
THE GROUP /
Trading investments Other investments Total
2002 2001 2002 2001 2002 2001
HK$'000 HK$'000 HKS'000 HK$'000  HK$'000 HKS$'000
Equity securities
- listed in Hong Kong 333,179 665,685 295,991 285,409 629,170 951,094
- unlisted 104,607 127,319 —_ — 104,607 127,319
437,786 793,004 295,991 285,409 733,777 1,078,413
Carrying amount analysed
for reporting purposes as
- Non-current — — 284,306 264,984 284,306 264,984
- Current 437,786 793,004 11,685 20,425 449,471 813,429
437,786 793,004 295,991 285,409 733,777 1,078,413
Market value of listed
securities 333,179 665,685 295,991 285,409 629,170 951,094

China Online Bemmuds) Limied
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22. Investments in Securities (continued)
As at 31 December 2002, particulars of the Group’s investments in the equity securities which exceed 10% of the
assets of the Group disclosed pursuant to Section 129(2) of the Hong Kong Companies Ordinance are as follows:

Percentage of
issued share

Place of Class of capital held
Name of company incorporation shares by the Group
Sun Hung Kai & Co. Limited Hong Kong Ordinary 17.99%
Allied Group Limited Hong Kong Ordinary 9.75%

23. Inventories

/ THE GRoOUP

2002 2001
HK$'000 HK$'000
Inventories held for resale 10,315 12,911

At 31 December 2002, inventories of HK$782,000 (2001: HK$9,278,000) were carried at net realisable value.

24, Debtors, Deposits and Prepayments
The Group has a policy of allowing an average credit period of 30-90 days to its trade debtors.

An aged analysis of trade debtors is as follows:

/ THE GROUP

2002 2001

HK$'000 HK$'000

Within 90 days 10,454 18,397
91 - 180 days 3,352 132
181 - 360 days — 434
Over 360 days — 684
13,806 19,647

Other debtors, deposits and prepayments 6,849 26,726
Net premium paid for derivatives 2,448 45,724
23,103 92,097

|
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25. Loan Receivable
The loan bears interest at 15% per annum and is repayable on 26 May 2003.

26. Creditors and Accrued Charges
An aged analysis of trade creditors is as follows:

/ THE GROUP

2002 2001

HKS'000C HK$'000

Within 90 days 4,057 8,071
91 - 180 days 377 37
181 - 360 days 117 501
Over 360 days 8,541 8,928
13,092 17,537

Other creditors and accrued charges 46,558 112,858
59,650 130,395

27. Amount Due to A Jointly Controlled Entity
The amount due to a jointly controlled entity of the Group is unsecured, interest free and has no fixed terms of
repayment.

28. Amounts Due to Subsidiaries
The amounts due to subsidiaries of the Company are unsecured, interest free and have no fixed terms of repayment,
The subsidiaries confirmed that the repayment of the amounts will not be demanded within the next twelve months
from the balance sheet date. Accordingly, the amounts are shown as non-current.

29. Share Capital

/ Number of shares Value
2002 2001 2002 2001
HK$'000 HK$'000
Ordinary shares of HK$0.01 each
Authorised:
At beginning and end of the year 30,000,000,000 30,000,000,006 300C,000 300,000
Issued and fully paid:
At beginning of the year 9,286,462,340 9,286,461,740 92,865 92,865
Warrants exercised (Note) — 600 — —
At end of the year 9,286,462,340 9,286,462,340 92,865 92,865
Note:

During the year ended 31 December 2001, warrants were exercised to subscribe for 600 ordinary shares of the Company at an exercise price of HK$0.30 per
share.

|
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Share Capital (continued)

Warrants

During the year ended 31 December 2000, 1,856,688,098 warrants in the value of HK$557,006,000 were issued at
HK$0.05 on the basis of one warrant for every five ordinary shares held on 15 May 2000. Each warrant entitles the
holder to subscribe in cash at a price of HK$0.30 each, subject to adjustment, for one ordinary share in the Company,
at any time from the date of issue up to 6 June 2003 (both days inclusive).

At 31 December 2002, the Company had outstanding 1,856,666,248 warrants in the value of HK$557,000,000. Exercise
in full of such warrants would result in the issue of 1,856,666,248 additional ordinary shares of HK$0.01 each.

Reserves
f Capital Retained
Share Contributed redemption Warrant profits
premium surplus reserve reserve  (deficit) Total
HK$'000 HK$'000 HKS$'0CC HK$'000 HK$'000 HKS'00O
THE COMPANY
At 1 January 2001 1,135,685 32,883 1,922 90,381 80,908 1,341,779
Loss for the year — — - — (65,008) {65,008)
Dividend paid (note 15) — — — — (46,432) (46,432)
At 31 December 2001 1,135,685 32,883 1,922 90,381 (30,532) 1,230,339
Loss for the year — — — —  (435,358)  (435,358)
At 31 December 2002 1,135,685 32,883 1,922 90,381  (465,890) 794,981

The contributed surplus of the Company represents the difference between the nominal value of the Company’s shares
issued at the date on which the group reorganisation became effective, in exchange for the shares of the subsidiaries,
and the underlying net assets of the subsidiaries acquired, less distributions subsequently made by the Company.

In addition to retained profits of the Company, under the Companies Act 1981 of Bermuda (as amended), the
contributed surplus is also available for distribution to shareholders. However, a company cannot declare or pay a
dividend, or make a distribution out of contributed surplus, if:

(a) the company is, or would after the payment be, unable to pay its liabilities as they become due; or

(b) the realisable value of the company’s assets would thereby be less than the aggregate of its liabilities and its
issued share capital and share premium account.

In the opinion of the directors, the Company had no reserves available for distribution to shareholders at 31 December
2002. The reserves available for distribution to shareholders at 31 December 2001 amounted to HK$2,351,000.
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31,

32.

Deferred Taxation
The unrecognised potential deferred tax credit of the Group for the year is HK$61,833,000 (2001: HK$237,500,000),
which comprises mainly the tax effect of timing differences arising from tax losses.

As at 31 December 2002, the potential deferred tax asset not recognised in the financial statements of the Group is
HK$322,947,000 (2001: HK$261,114,000), which comprises mainly the tax effect of timing differences arising from
tax losses available to set off against future assessable profit.

The potential deferred taxation in respect of timing differences has not been recognised in the financial statements

as it 1s not certain that the tax losses will be utilised in the foreseeable future.

The Company did not have any significant unprovided deferred taxation at the balance sheet date.

Contingent Liabilities

(a)

(b)

(c)

The Company has given guarantees to banks in respect of general facilities granted to a subsidiary. As at 31
December 2002 and 2001, no facilities were utilised by the subsidiary.

In addition, the Company has also provided guarantees to several securities houses in respect of the facilities
granted to subsidiaries. As at 31 December 2002 and 2001, no facilities were utilised by the subsidiaries.

In respect of the disposal of a subsidiary in prior years, the Group has given an indemnity to the purchaser
against all liabilities, losses, costs and expenses suffered and/or incurred by the purchaser in relation to or
arising out of the assignment of certain of the subsidiary’s business contracts.

In 1997, the Company had given a counter-indemnity to a former substantial shareholder and the ex-chairman
of Pacific Century Cyberworks Limited (formerly Tricom Holdings Limited “Tricom”), and Chambord Investment
Inc. in respect of certain indemnities given to Tricom at the time of and to facilitate the listing of Tricom’s
shares on the Stock Exchange. These indemnities related to the use of the Tricom tradename, the infringement
of the permitted use of properties, the guarantees granted to Tricom to secure banking facilities and tax
liabilities.

In respect of (b) and (c) above, the directors were not able to estimate the financial effect of the indemnities and
warranty given.

China Online (Bermuds) Limited
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33. Litigation

(a)

In November 1998, a writ was issued against the Company’s subsidiaries, Hongkong Digital Television Limited
(“Digital TV”, formerly Star Interactive Television Limited) and Star Telecom Services Limited (“STSL", formerly
Hong Kong Star Internet Limited) by nCube Corporation (“nCube”), claiming the sum of approximately
US$1,980,000 (equivalent to approximately HK$15,305,000) plus interest in relation to the alleged purchase
of two MediaCube 3000 systems by Digital TV from nCube. The claim of nCube against STSL was on the basis of
a chop of STSL on the contract between Digital TV and nCube. STSL had taken legal advice and had been advised
that it was very unlikely that STSL would be held liable to the claim of nCube. Digital TV was also opposing the
claim of nCube and had taken legal advice.

As advised by its lawyers, Digital TV had reasonable grounds in defending the claim and, accordingly, had not
made any provision in the financial statements in connection with the claim. Digital TV filed a defence in this
section on 14 December 1998 and nCube had failed to take further action since that date. There was no
progress during the year in respect of the litigation.

Stellar One Corporation (“Stellar One”) served a statutory demand under Section 178 of the Hong Kong Companies
Ordinance for the sum of approximately US$1,152,000 (equivalent to approximately HK$8,983,000) upan Digital
TV in November 1998. Stellar One filed a winding up petition against Digital TV in December 1998 which was
vigorously opposed by Digital TV. Digital TV applied for an order for security for the costs against Stellar One.
On 4 May 1999, the Court ordered Stellar One to pay HK$200,000 to the court as security for the costs of Digital
TV on or before 7 May 1999. Stellar One failed to pay that amount to the court.

The petition was dismissed in November 1999 and Stellar One was to pay Digital TV its cost of the petition,
which amounted to HK$254,000. Stellar One had indicated that it would proceed to arbitration in Honolulu to
recover the alleged amount.

Digital TV took legal advice and was advised that the arbitration proceedings had not commenced as of the
date of approval of these financial statements. As advised by its lawyers, Digital TV had reasonable grounds in
defending the claims and, accordingly, had not made any provision in the financial statements in connection
with the claims.

Save and except for the matters specified above, neither the Company nor any of its subsidiaries is engaged in any

litigation or claims of material importance and, so far as the directors of the Company are aware, no litigation or

claims of material importance are pending or threatened by or against any companies of the Group.
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34. Pledge of Assets
At the balance sheet date, the following assets of the Group were pledged to banks to secure short term banking

facilities:
/ THE GROUP
2002 2001
HK$'000 HK$'000
Marketable securities 164,554 218,368
Bank deposits 7,567 —
172,121 218,368

35. Operating Lease Arrangements
The Group as lessee:

/ THE GROUP

2002 2001
HK$'000 HK$'000

Minimum lease payments paid under operating leases
in respect of premises 10,515 16,149

At the balance sheet date, the Group had outstanding commitments for future minimum lease payments under

K THE GROUP

operating leases in respect of rented premises which fall due as follows:

2002 2001

HK$'000 HK$'000

Within one year 3,045 11,524
In the second to fifth year inclusive 1,173 5,049
5,118 16,573

Operating lease payments represent rentals payable by the Group for certain of its office premises and warehouses.
Leases are negotiated for an average term of two to five years and rentals are fixed for an average term of two to five
years.

The Group as lessor:

Property rental income earned during the year was HK$6,470,000 (2001: HK$4,903,000). The investment properties
are expected to generate rental yields of 5.7% (2001: 5.7%). The properties held have committed tenants for an
average of two to five years.

China Online (Bermuds) Limited
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Operating Lease Arrangements {continued)

The Group as lessor: (continued)

At the balance sheet date, the Group had contracted with tenants for the following future minimum lease payments
under non-cancellable operating leases in respect of rented premises which fall due as follows:

/ THE GRCUP

2002 2001

HK$'000 HK$'000

Within one year 4,033 5,666
In the second to fifth year inclusive 1,185 6,110
5,218 11,776

At 31 December 2002, the Company had no commitments under operating leases (2001: Nil).

Share Option Scheme

Pursuant to the Company's share option scheme adopted on 10 July 1991 (the “Share Option Scheme”), the Board of
Directors may, at its discretion, grant options to eligible employees, including directors, of the Company or any of its
subsidiaries to subscribe for shaves in the Company at a price which is 80% of the average of the closing prices of the
shares on the Stock Exchange on the five trading days immediately preceding the date of granting the options or the
nominal value of the shares, whichever is the higher.

The maximum number of shares in respect of which options may be granted under the Share Option Scheme shall not
exceed 10% of the issued share capital of the Company from time to time.

The options previously granted were exercisable during the one-year period commencing one year after the date on
which the options were accepted. An amendment was passed at a special general meeting of the Company on 2 April
1997 to alter the definition of the option period as up to a maximum of ten years, as may be decided by the Board
of Directors, after the date of acceptance of the options.

Pursuant to an ordinary resolution passed on 29 July 1999, the issued and unissued shares of the Company were
subdivided from the one share of HK$0.10 each into the ten shares of HK$0.01 each with effect from 30 July 1999.
The share options were subdivided in the same manner accordingly.

The Share Option Scheme expired on 9 July 2001.

Retirement Benefit Schemes
The Group operates a defined contribution retirement benefit scheme for its qualifying employees in Hong Kong. The
assets of the scheme are held separately from those of the Group in funds under the control of independent trustee.

The retirement benefit scheme contributions charged to the income statement represent contributions payable to
the scheme by the Group at rates specified in the rules of the scheme. Where there are employees who leave the
scheme prior to vesting fully in the contributions, the amount of the forfeited contributions will be used to reduce
future contributions payable by the Group or will be refunded to the Group upon request.

|
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37. Retirement Benefit Schemes (continued)
As at 31 December 2002, there were forfeited contributions of HK$17,000 (2001: Nil), which arose upon employees
leaving the scheme and which were available to reduce the contributions payable by the Group in future years.

38.

390,

In addition to the defined contribution retirement benefit scheme, the Group is required to contribute to Mandatory

Provident Fund and central pension scheme for certain employees in Hong Kong and China, respectively, based on

applicable rates of monthly salary in accordance with the relevant regulations.

During the year, the retirement henefits scheme contributions net of forfeited contributions of HK$43,000 (2001:
HK$201,000), amounting to HK$136,000 (2001: HK$165,000).

Related Party Transactions

During the year ended 31 December 2002, the Company paid a reimbursement of expenses of HK$4,000,000 (2001:
HK$6,000,000) to China Sci-Tech Holdings Limited (“CST”), a former substantial shareholder of the Company. The
reimbursement includes (i) sataries of two directors of the Company, both of them are also directors of CST, (ii) other

staff costs, and (iii) daily operating expenses. The reimbursement is based on the actual costs incurred by CST.

Post Balance Sheet Events

(a)

(b)

In November 2002, Sun Hung Kai & Co. Limited (“SHK”) made an offer to its shareholders to repurchase up to
325,600,000 shares of SHK at a price of HK$1.3 per share of SHK to be paid by cash of HK$0.3 and by loan notes
of HK$1.0 (the “Repurchase Offer”). Gold Chopsticks Limited (“Gold Chopsticks”), an indirect wholly owned
subsidiary of the Company, which held 270,535,000 shares of SHK, made an irrevocable undertaking to SHK to
tender at teast 152,760,720 shares of SHK or additional number of shares in respect of its current shareholding
pursuant to the term of the Repurchase Offer to ensure its shareholding percentage in SHK would be reduced to
not more than 9.9% of the issued share capital of SHK as a result of the Repurchase Offer.

In February 2003, pursuant to the Repurchase Offer, Gold Chopsticks realised 212,782,450 shares of SHK at a
price of HK$1.3 per share of SHK to SHK.

In March 2003, Fulltime Profits Limited, an indirect wholly owned subsidiary of the Company, and its subsidiaries,
were disposed of for a consideration of HK$1 to a third party.

In March 2003, Sincere Way Limited (“Sincere Way”), an indirect wholly owned subsidiary of the Company,
made a voluntary conditional offer to all the shareholders of Fortuna International Holdings Limited (“Fortuna”),
a company listed on the Stock Exchange, to acquire all the issued shares of Fortuna other than those held by
Sincere Way and parties acting in concert with it at an offer price of HK$0.02 per share in cash (the “Offer”).

Assuming there are 3,993,409,113 shares of Fortuna in issue (as set out in the Interim Report of Fortuna as at
30 June 2002), based on HK$0.02 per share of Fortuna, the Offer values the entire issued share capital of
Fortuna at approximately HK$79.87 million.

The Group considers the Offer represented an opportunity for the Group to widen its business scope and to
participate in the production and distribution of wines in China.
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40. Particulars of Principal Subsidiaries
Particulars of the principal subsidiaries as at 31 December 2002 are as follows:

Nominal value

of issued Percentage
Place of ordinary share/ of equity
incorporation/ registered attributable to
Name of subsidiary registration capital the Company Principal activities
Directly held
Energetic Resources British Virgin Ordinary 100% Investment holding
Limited Islands Uss1
Star Paging (BVI) British Virgin Ordinary 100% Investment holding
Limited Islands UsS$400
Superior Team Limited British Virgin Ordinary 100% Investment holding
Islands Uss$1
Indirectly held
China Online Nominees Hong Kong Ordinary 100% Investment holding
Limited HK$200
Dualiane Limited British Virgin Ordinary 100% Investment holding
Islands US$1
Focus Clear Limited British Virgin Ordinary 100% Securities trading
Islands Uss$1 in Hong Kong
Forepower Limited British Virgin Ordinary 100% Property investment
Islands uss$1 in Hong Kong
Fulltime Profits British Virgin Ordinary 100% Investment holding
Limited Islands Us$700
Genwo Limited Hong Kong Ordinary 100% Property holding
HK$200,000
Gold Chopsticks British Virgin Ordinary 100% Investment holding
Limited Islands Uss1

Annal Regort 3002 |
\
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40. Particulars of Principal Subsidiaries {continued)

Nominal value

of issued Percentage
Place of ordinary share/ of equity
incorporation/ registered attributable to
Name of subsidiary registration capital the Company Principal activities
Indirectly held (continued)
Honest Opportunity British Virgin Ordinary 100% Securities trading
Limited Islands Uss1 in Hong Kong
Kintic Limited Hong Kong Ordinary 100% Property investment
HKS2
Konnic Limited Hong Kong Ordinary 100% Property holding
HK$2
Natural Flair Limited British Virgin Ordinary 100% Investment holding
Istands Uss1
Pro Leader Limited British Virgin Ordinary 100% Investment holding
Islands Uss$1
Rich Investments Hong Kong Ordinary 100% Property holding
Limited HK$2
LBBEERESRR China Registered 93.3% Sale and distribution
BRAF] US$4,500,000 of telecommunication
(Shanghai Tricom equipment and
Telecom Equipment provision of intelligent
Co., Ltd.)* building system
integration services
TEERBEFEIAESR | China Registered 93.3% Sale and distribution
BRHERRRT RMB2,000,000 of telecommunication
(Shanghai Tristar equipment
Telecom Co., Ltd.)*
Sparkling Summer British Virgin Ordinary 100% Securities trading in
Limited Islands US$6,500,000 Hong Kong

China Online Bermuda) Limited
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40. Particulars of Principal Subsidiaries (continued)

Nominal value

of issued Percentage
Place of ordinary share/ of equity
incorporation/ registered attributable to
Name of subsidiary registration capital the Company Principal activities
Indirectly held {(continued)
Star Telecom (China Hong Kong Ordinary 100% Investment holding
Investment) Limited HK$2
Star Telecom Holding Hong Kong Ordinary 100% Investment holding
Limited HK$200
Deferred*
HK$4,000,000
Star Telecom Limited Hong Kong Ordinary 100% Telecom and IT
HK$3,000,000 products and services
Star Telecom Properties Hong Kong Ordinary 100% Investment and
Limited HK$200 property holding
Taskwell Limited British Virgin Ordinary 100% Investment holding
Islands Uss$1
Tricom Shanghai Hong Kong Ordinary 100% Investment holding
Communications HK$2
Limited
Tricom Tianchi Limited Hong Kong Ordinary 100% Investment holding
HK$2
Vinka Limited Hong Kong Ordinary 100% Investment holding
HK$2
Widerich Limited Hong Kong Ordinary 100% Property investment
HKS$2
* Sino-foreign equity joint venture
2 Registered in China with limited liability
# The deferred shares, which are not held by the Group, practically carry no rights to any dividend or any distribution in winding up or to receive notice

of or to attend or vote at any general meeting of the company
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40. Particulars of Principal Subsidiaries (continued)
The above table lists the subsidiaries of the Company which, in the opinion of the directors, principally affected the
results of the year or assets of the Group. To give details of other subsidiaries would, in the opinion of the directors,
result in particulars of excessive length.

All subsidiaries operate principally in their places of incorporation unless specified otherwise under “Principal activities”.
None of the subsidiaries had any debts securities subsisting at 31 December 2002 or at any time during the year.

41, Particulars of A Jointly Controlied Entity
As at 31 December 2002, the Group had an interest in the following jointly controlled entity:

Percentage
Place of Principal of interest
Business  incerporation/ place of attributable Principal
Name structure registration operation to the Group activities
ZNEEERE Corporate China China 74.6% Sale and
RIEERAE distribution of
(Taizhou Tricom telecommunication
Telecom Equipment equipment
Co., Ltd.)*™

= The Group does not have effective control over the company, and accordingly, the company has not been accounted for as a subsidiary

China Onfine (Bermuda) Limited




Financial Summary

The consolidated results and the assets and liabilities of the Group for the past five financial years, as extracted from the
Group’s published audited financial statements and reclassified as appropriate, are set out below:

Results

/ For the year ended 31 December

1998 1999 2000 2001 2002
HK$'000 HK$'000 HK$'000 HK$'000 HK$'00C

Turnover
Continuing operations 215,169 557,584 2,663,069 2,339,466 1,292,852
Discontinued operations 719,748 148,723 — — —
934,917 706,307 2,663,069 2,339,466 1,292,852
(Loss) profit before taxation (610,568) 328,628 1,321,989 (732,640)  (603,417)
Taxation 13,899 (2,578) 2,161 2,002 198
(Loss) profit before minority interests (596,669) 326,050 1,324,150 (730,638) {603,219}
Minority interests 31,944 11,374 17,612 13,384 305
(Loss) profit for the year (564,725) 337,424 1,341,762 (717,254) (602,914}

Assets and Liabilities

At 31 December

1998 1999 2000 2001 2002
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Total assets 922,977 4,449,208 2,590,317 1,513,751 910,773
Total liabilities (554,094) (126,919)  (418,808)  (190,159)  (112,007)
Minority interests (31,946) (26,843) (9,231) (305) —
Shareholders” funds 336,937 4,295,446 2,162,188 1,323,287 798,766
]
i

1
1
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